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In a nationally-televised news conference on the evening of Jan. 31, Economy Minister Zelia Cardoso
de Mello announced an indefinite freeze on prices and wages. In brief, automatic price adjustments
to compensate for inflation have been suspended. Twenty-four hour money market investments
have been prohibited, and the issue of national treasury bonds (BTNs) terminated. Other short-term
money market accounts are to be continued, but banks will be required to earmark a percentage of
those deposits for long-term industrial and public works projects designated by the government.
The bank reform will take effect March 1. Cardoso said Friday, Feb. 1, would be a bank holiday to
permit financial markets time to absorb the new measures. Merchants are now prohibited from
selling goods under credit arrangements that have built-in inflation cushions for the seller. They are
required to sell at prices which offer discounts for those who pay cash, even if the transaction is on
the installment plan. The minister said all federal law enforcement agencies, including the police,
would be used to implement the new measures. On the same day, officials announced price hikes
for public services ranging from 46.78% to 60%. Included were a 46.78% increase for fuels; 60% for
cooking gas; telephone service, 58.58%; electricity, 59.5%; postal service, 81%; port fees, 25%; and,
railway passenger fares, 40%. The government is to introduce new legislation regulating collective
bargaining by May 1. Work conditions and remuneration will be "freely" negotiated in June and
January of each year. These negotiations are to replace wage indexation, according to unidentified
economy ministry officials quoted by AFP. Cardoso de Mello also announced that privileges enjoyed
by public employees will be reduced, and monitoring of tax collection is to be streamlined and
strengthened. Since the Gulf crisis commenced in early August last year, fuel prices have been
raised by over 50%. (Basic data from EFE, AFP, Knight-Ridder Financial, 01/31/91, 02/01/91; New
York Times, 02/01/91; O Globo, Jornal do Brasil, 02/01/91, 02/02/91; Correio Braziliense, 02/04/91)
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